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Factors 
Contributing to Bankruptcy 


By L. N. BUZZELL, C.A. 
Clarkson, McDonald, Currie & Co., Montreal 


(Before Montreal Chapter, March 23, 1934.) 


EFORE embarking on a discussion of the factors contributing to 
bankruptcy, it may be well to review briefly what we mean by 
bankruptcy and the evolution and purposes of the relative legis- 

lation. 

As early as 1542, a statute existed in England which had refer- 
ence to “persons as do make bankrupt” but which considered only 
fraudulent debtors. In 1868 an Act was passed by the Prince Edward 
Island Assembly which was entitled “An Act for the Relief of Un- 
fortunate Debtors.” This indicates the change in the legislators’ atti- 
tude, they having realized that the position of not being able to 
pay one’s debts was not necessarily the result of fraud, and that laws 
must be provided for the relief of persons finding themselves in such 
a position. Today common interpretation of the word “Bankruptcy” 
means the position of not being able to pay one’s debts. This, how- 
ever, is not the legal interpretation, for a person is said to be “In- 
solvent” when he ceases to meet his liabilities as they ordinarily 
become due, but is only “Bankrupt” when so declared by the court. 
The process of being declared a “Bankrupt” may be accomplished 
in one of two ways, either on the petition of a creditor or through 
the voluntary assignment by the insolvent of all his assets for the 
benefit of his creditors. 

Bankruptcy may be honest or fraudulent. Although looked upon 
some years ago as a disgrace irrespective of cause, it is unfortunately 
now sometimes regarded more in the nature of a convenience. 

It is obvious that any legislation dealing with bankruptcy must 
have in mind two principal classes of debtors—those who have by 
conveyance of assets or other means: deliberately defrauded their 
creditors, and those who are reduced to bankruptcy by force of cir- 
cumstances beyond their control. For the dishonest debtor a means 
of punishment must be provided and for the honest debtor a relief 
from his obligations and a discharge from the state of bankruptcy. 


Dominion Legislation 

Prior to Confederation in Canada, the various legislative author- 
ities either passed acts in connection with bankrupts and insolvents, 
or else adopted by proclamation the laws of England. In 1867 the 
British North America Act gave the federal Parliament legislative 
authority over the subject matter of bankruptcy and insolvency, and 
this body in 1869 passed the “Act respecting Insolvency.” Various 
amendments were made but the Act never proved satisfactory and 
in 1880 it was repealed. For the next forty years no general bank- 
ruptcy law, except insofar as the Dominion Winding Up Act was used, 
was in force in Canada and recourse had to be made to the provincial 
laws: for example, in Quebec, those contained in the Civil Code and 
in the Code of Civil Procedure. Only in 1919 was the “Bankruptcy 
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Act” made law, which was modelled on the similar English Act of 
1914. The last fifteen years have brought numerous amendments but 
still the Act is comparatively new and there is room for improvement. 
There will always be fraudulent debtors who will keep one jump ahead 
of the law, and amendments must be made continuously as new dis- 
honest practices are brought to light. 

The Act as it now stands provides a reasonable vehicle for the 
administration and division of the assets of an insolvent debtor and 
for the discharge of a debtor from his obligations and the state of 
bankruptcy. For the purpose of punishing fraudulent debtors, how- 
ever, the Act is not all that might be desired, chiefly due to the 
fact that any prosecution must be undertaken by, and at the expense 
of, the crec:‘ors. It is seldom that creditors can be persuaded to 
send good money after bad by prosecuting a dishonest debtor; and 
it is to be regretted that our law maker's deviated in this regard 
from their model, the English Act, which provides for examination 
and, if necessary, prosecution of all debtors by a Government official 
and at the Government’s expense. 


Loop-holes for Fraud 

Our Bankruptcy procedure today has become too much of a for- 
mality, with little or no disgrace attached to it and slight chance 
of punishment for the debtor who is fraudulent or “clever.” That 
this is a contributing factor to the losses involved, and to the num- 
ber of bankruptcies, cannot be denied. The Better Business Bureau 
of Montreal estimated in 1931 that, in its experience, over a period 
of ten years, with thousands of bankrupt estates in the Montreal 
district, at least 80% of all bankruptcies were fraudulent to an im- 
portant degree. While this may appear to be a very sweeping state- 
ment, it is probably safe to say that, in the majority of cases, offences 
under the Bankruptcy Act have been committed. 

An indication of the toll that is taken each year on business 
is given in the following table of commercial failures in Canada for 
the years 1928 to 1932:— 


Year Number of Failures Liabilities 

1928 2,120 $53,420,199.00 
1929 2,310 44,440,639.00 
1930 2,741 57,191,493.00 
1931 2,563 52,987,554.00 
1932 2,938 56,630,654.00 


Surely this situation warrants the attention of all business men, 
bankers, accountants, and trade associations. An improvement can 
be made and, while it is impossible to find a complete remedy, the 
increasing trend can be stopped. 

Factors contributing to bankruptcy fall into three main divisions 
—unavoidable, avoidable and dishonest. In some cases it is difficult 
to say in which division a certain cause should be classified for it 
may contain some elements of each. For instance, the difference 
between an unsound dividend policy of a company and the direct 
misappropriation of funds for dividends is sometimes a fine distinction. 
However, I have classified a number of factors, though not necessarily 
all, and for the purposes of illustration, it does not appear necessary 
to quibble over the classification to which a certain cause belongs. 


Unavoidable Factors 


One of the first causes that comes to mind under this head is 
a drastic decline of inventory values. To give only two examples, 
we have seen such declines recently in the fur and leather trades. 
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Inventory values disappeared over night and bankruptcy provided 
the only way out for the unfortunate manufacturers or traders. 

Many a man has seen his assets swept way through earthquakes, 
floods, and hurricanes. 

Competition has taken its toll, and many small manufacturers 
have been forced out of business by large corporations or combines, 
the usual weapon being cut prices. This does not necessarily mean 
that large businesses lose money selling at these prices, as their vol- 
ume may enable then to operate on a narrower margin of profit 
than their smaller competitors. In this connection, the findings of 
the Commission, recently appointed by the federal Government to 
study the buying, manufacturing and merchandising methods used 
by Canadian business men, will undoubtedly be of considerable in- 
terest. 

Changes of legislation have often contributed to bankruptcy. 
For example, companies have been launched under certain tariff pro- 
tection, which, when subsequently modified or withdrawn, made it 
impossible for these enterprises to stay in business. Another factor 
not to be overlooked is the unfair competition created when a Govern- 
ment enters the field of private enterprise. 

Changes in styles, and the development of new processes have 
respectively wiped out inventory values and made efficient plants 
obsolete. 

An important factor during the last year or so has been the 
wide fluctuation of foreign exchange. This often resulted in im- 
porters and exporters not knowing at what price they were buying 
and selling a commodity, thereby incurring large losses. 

These causes, however, are unavoidable and must be considered 
as the normal hazards of doing business. 


Avoidable, but not Dishonest, Factors 


I am inclined to think that by far the most common cause under 
this head lies with those who, in the aggregate, are the heavy losers 
from bankruptcy and who, one would think, would be most interested 
in preventing such procedure. I refer to the general body of sup- 
pliers who, in their eagerness to increase or maintain sales volume, 
overlook or do not give sufficient attention to the amount of credit 
granted to their customers. It is so easy for a man, who has only 
a limited capital of his own, to expand his business beyond reason- 
able proportions, if his suppliers give him easy credit terms and so 
compensate temporarily for his lack of capital. In a period of trade 
activity, the manufacturer often buys too much merchandise and then 
when it is sold the suppliers must wait until the excessively large 
accounts receivable are collected. This, in turn, suggests to the manu- 
facturer the possibility of keeping the creditors happy by increased 
turnover, which he finds he can obtain by sales at ruinous prices to 
large buyers of his product. The story need not be carried further, 
for the final result is obvious, but it is not difficult to trace the origin 
of the trouble and lay it at the door of the suppliers who granted 
too much credit. 

The original capital structure of a company is frequently one 
of the roots of eventual bankruptcy. It may not provide sufficient 
working capital after the necessary fixed assets have been acquired. 
Funded debt may be out of proportion to the owner’s capital, the 
return on which will vary with prosperity in contrast to the fixed cost 
of borrowed capital. Over-investment in fixed assets in “boom times”, 
of course, has caused many a company’s downfall. More than one 
company has, in its greed for greater profits, been convinced that 
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it is using sufficient raw material of a particular kind for it to con- 
trol the source of that raw material and thereby save the profit at 
present made by its suppliers. The possibility of greater profits from 
this source often blinds the company to a future time when it may 
not need the same large supply of raw materials and when, instead 
of being able to save on its purchases, it will have to maintain the 
costly overhead of a subsidiary. 

It is perhaps fair to say that all avoidable but not dishonest 
factors contribution to bankruptcy may be traced to bad management, 
bad judgment, and poor personnel. But, thinking more particularly 
in terms of management, there come to mind those failures caused 
by incomplete or inaccurate cost and general accounting records, 
coupled with the absence of any form of budget. This results in 
the management not knowing the company’s position and, worse, not 
knowing the direction in which the company is heading. Ignorance 
of the trend of affairs of a business has resulted in many bank- 
ruptcies. The company starts to lose ground and the situation is 
not appreciated until too late; at which time the “Stimulants” given 
the company often have an effect similar to that of narcotics on a 
drug addict. They make the immediate picture look more rosy, but 
actually harm the general condition. 

A very common cause contributing to bankruptcy is a lack of 
proper credit and collection policy. It should not be forgotten that 
a transaction is not complete until payment in full has been made 
for the merchandise. An allowance of say 10% in collecting an 
account is practically the same thing as selling at cut prices. Further- 
more, it is not always appreciated that if a company is making 5% 
net profit on its sales, then the whole profit of $20,000.00 on sales 
is lost through a single bad debt of $1,000.00. 

During the past few years particularly, many failures have been 
caused by an over-expansion of sales outlets, not the least important 
factor in which is that bad leases have been signed for rented premises. 
In a young and growing country like Canada, it is reasonable for 
the management to expect that its company will gradually increase 
its sales and profits. But, while the general trend may be upwards, 
it will be accompanied by reversals. For those persons who will 
again tell us in a few years that a new era has dawned and that 
prosperity will never again leave us, it might be well to quote the 
old farmer, who when asked by the city dweller if it was ever going 
to stop raining, replied “It always has.” And yet, in spite of ex- 
perience, long-term leases are still made of ten or fifteen years with 
the rent increasing every four or five years. 

Another contributing factor is defaleations by employees. Dis- 
honest employees there will always be, but a good system of internal 
check of a company’s records and the judicious use of Fidelity Bonds 
will reduce this hazard to a minimum. 


Dishonest Factors 

The Better Business Bureau of Montreal was quoted above in 
reference to the number of failures which were fraudulent to an 
important degree. It is, however, only fair to say that few failures 
are caused by a deliberate and premeditated attempt to defraud. The 
great majority of these so-called dishonest failures are primarily the 
result of factors listed in the preceding section, but when the mer- 
chant or manufacturer realizes his position and the inevitable result, 
he resorts to improper or fraudulent means to recover part of his 
original capital investment, or to protect friendly creditors. These 
efforts to save something from the wreck often result in friends 
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or relations of the insolvent holding privileged or large unsecured 
claims against him, the hope being that the privilege will be main- 
tained and paid in priority to the other creditors, or failing that, 
that the insolvent himself may be able to indirectly control the ad- 
ministration of the Estate. Still another reason for the granting of 
undue privileges is the hope of evading personal guarantees. 

The methods evolved by debtors to obtain these ends are legion, 
and inasmuch as they are more in the nature of effect rather than 
cause, it does not seem pertinent to discuss them here. We are 
more concerned with the premeditated attempts to defraud creditors 
which are in themselves the cause of bankruptcy. 

It seems that there are changing fashions in fraud just as there 
are changes in the style of clothes. Ten years ago dishonest traders 
used to remove a substantial part of their inventory by driving it 
off in a truck. This was a clumsy business and easy to detect, with 
the result that many debtors were caught and sent to jail. In the 
last few years there has been little actual removing of goods by 
the back door. 

Perhaps one of the most common methods today is the deliberate 
disposal of assets with the proceeds thereof going to the debtors’ 
pocket, while the creditors, to use the vernacular, are left holding 
the bag. A frequently used method of obtaining this result is through 
the sale of merchandise below cost to some person, on the under- 
standing that the profits realized on this transaction will be divided 
“on the side.” This procedure is often aided by falsifying the state- 
ments which are used for credit purposes, in order that the suppliers 
may not suspect the true condition of affairs. For example, when 
this practice has been adopted, and statements for credit purposes 
are prepared, the inventories are inflated to show that a normal rate 
of gross profit has been maintained. 

Amazing results can be obtained by the incorporation of two or 
more companies, after which, by intercompany sales at fictitious 
prices, the bulk of the assets of the two can be worked into one, 
while the liabilities are left in the other. For example, if companies 
“A” and “B” are formed, they may be explained to creditors as 
parent and subsidiary, but in point of fact may be separate units. 
Company “A” then buys merchandise and sells at below cost to its 
one customer, company “B”. While company “B” is reaping large 
profits and distributing them to its shareholders, company “A” is 
accumulating losses; and in due course company “A” goes into bank- 
ruptey. Of course, the procedure is not as barefaced as the example 
given, but the principle dressed in various guises is used time and 
again. By the incorporation of new companies, at various intervals, 
possibly with different dummy directors and shareholders the identity 
of the real owners is kept secret so that credit with the suppliers may 
be maintained. 

Remedies 


No doubt exists that the general situation can be improved and 
that there is little difference of opinion as to the value of certain 
remedial measures that may be taken. 

One very important step that should be taken is the relieving 
of creditors from the expense of prosecuting fraudulent debtors. 
Justice is expensive and, so long as the debtor’s only fear of punish- 
ment lies in the possibility of creditor action, there is little to prevent 
him from adopting improper methods. An organization similar to 
that in force in England should be established whereby all bankrupts 
would be thoroughly examined and, if necessary, prosecuted by the 


230 

















FACTORS CONTRIBUTING TO BANKRUPTCY 


Government. Such an organization would entail expense and it can 
hardly be said that the Government is looking for ways in which to 
spend its money. There is little doubt, however, that its cost would 
be many times repaid in savings to Canadian business men. Further- 

re, the nucleus of such an organization has already been formed 
in the creation about a year ago of the office of “Superintendent of 
Bankruptcy.” It is our duty to assist in every way to enforce present 
legislation and to recommend the adoption of new legislation as its 
need may arise. 

Trade associations are in a position to do, and are doing, particu- 
larly valuable work by collecting credit information, making this 
available to their members, and educating them to exercise a closer 
credit policy and control. In one particular manufacturing trade 
which suffered perhaps more than any other through credit losses, 
an organization was formed of the members for their protection. The 
Directors of this organization examined the Balance Sheets of all the 
trade’s customers and no new concern was allowed credit unless it 
was proved to have sufficient working capital. This is an example 
of a particularly successful organization of its kind, and bad debts 
during the past year have practically been eliminated. Too often 
the suppliers are guided by the amount of credit extended by large 
creditors who may or may not have a wise credit policy. These asso- 
ciations might well continue their programme of educating their mem- 
bers as to the mechanics of the Bankruptcy Act, the Winding-Up 
Acts and the Companies’ Creditors’ Arrangement Act of 1933, for the 
purpose of assisting honest debtors to work out Compromises and 
Extensions. 

Accountants can further assist by forming an Association of 
Trustees along the lines of the Bar and Accountants’ Associations, 
which should function in close co-operation with the Superintendent 
of Bankruptcy at Ottawa. This should result in the following:— 

(1) Standards can be created so that, eventually, only persons 
with the necessary knowledge and experience will obtain 
licenses as trustees. 

(2) A means will be provided for a freer exchange of ideas 
regarding bankruptcy work. 

(3) A standard code of ethics and practices could be drafted 
and enforced. 

(4) Closer co-operation could be maintained with the various 
bar associations regarding disciplinary measures for un- 
ethical practices on the part of both lawyers and trustees 
in bankruptcy matters. 

The foregoing views and suggestions are based upon observa- 
tions of bankruptcy conditions in the Province of Quebec during the 
past ten years. It is probably safe to say that, generally speaking, 
the same conditions prevail throughout Canada. 

In conclusion, it may perhaps be felt that sufficient attention has 
not been given to the numerous offences under the Bankruptcy Act 
that are to be found in a large number of Bankruptcies. I repeat, 
however, that these are, in the great majority of cases, not the 
primary causes of bankruptcy. While they undoubtedly contribute 
to the dollar loss to the creditors, they are not the fundamental 
factors creating bankruptcies. They are generally only resorted to 
after the main damage is done. 

The root of the evil lies in bad management and business judg- 
ment, as well as the extension of too much credit by suppliers. In 
the latter case, the suppliers have the remedy in their own hands. 
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Fraud in Accounts — 
Its Prevention and Detection 


By H. W. BLUNT, C.A. 
A. K. Fisk, Skelton & Co., Montreal 


(Before Montreal Chapter, March 23, 1934) 
RAUD in accounts probably dates back to the earliest financial 
records. Perhaps, we might say, to the first depression, for dis- 
honesty is more common when salaries are cut and cash is scarce. 
I can imagine some keeper of accounts in those ancient times pre- 
paring to chisel out his records. on a stone tablet, at the end of a 
dull day of trading. As he settled down to his work he bitterly com- 
pares his lot in life with that enjoyed by his master. He, a poor 
slave with hardly enough to eat, and his master a merchant prince 
with every luxury any man could desire. And to make things even 
worse, his master had said only yesterday, that his sales had been 
so few of late that he would feel his whip if he were not careful. 
And now, today, after long hours spent in the hot sun, in the market, 
shouting his wares, a single sale had been his only reward. True, 
though, he did trade a water jug for six measures of corn when it 
was hardly worth four! But why should his master be always the 
one to profit from his skill at driving a bargain? Why should his 
master ever know how many measures he had received, Slowly with 
hammer and chisel he cuts, opposite the day of the week, these 
words: One water jug. four measures of corn. Our first fraud in 
accounts has been committed: an embezzlement, concealed by forgery. 
From that early beginning, fraud in accounts has continued down 
to the present day. Now, as then, all that fraud requires is the 
dishonest individual provided with the proper opportunity. Unfor- 
tunately, human nature being what it is, we can never hope to remove 
temptation from the paths of those who would be likely to fall. 

That this has not been fully realized in the past is, I believe, 
evident to everyone. Far too often has a free rein and unlocked 
door spelled fraud to a company which failed to take the necessary 
precautions to protect its assets. 

A trusted employee has complete freedom of access to all the 
assets of his company, without any proper supervision. He knows 
perfectly well that there is not the slightest danger that his dis- 
honesty will be detected in the course of the regular business routine. 
The temptation proves too great, and we next hear that he has de- 
frauded his employer. We are, of course, rightly indignant that any 
individual should betray his trust. But don’t you think a certain 
measure of responsibility should rest with the employer, who pro- 
vided such a perfect opportunity for fraud? 

Leading Questions 

In any consideration of fraud in accounts there are certain ques- 
tions which arise that we should seek to answer. Briefly stated, 
they are these: 

1. What is fraud in accounts? 

2. Why is it committed? 
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3. Who commits it, and why and how? 

4. How can it be prevented or detected? 

No doubt you all realize that it is impossible to devise any system 
that will guarantee to prevent fraud under all circumstances. But 
it should be our aim to make it as difficult as possible to be dishonest. 
In fact, the ideal system of internal check should make it impossible 
to commit fraud without the active co-operation of two or more 
employees. The more individuals there are as links in the chain 
which guards each transaction, the closer will you approach this ideal. 


What is Fraud in Accounts? 


What is fraud in accounts? Fraud in accounts is the result of 
any dishonest or deceitful act which aims to deprive some person 
or corporation of property, without its knowledge or consent. The 
three most common types of fraud in accounts are: Larceny, em- 
bezzlement and forgery. They can best be distinguished by the fol- 
lowing illustrations: 

Embezzlement is committed when a petty cashier helps himself 
to the cash entrusted to his care. Larceny would be the crime of 
any other employee who found an opportunity of making away with 
petty cash. In the same way, a stockkeeper who took merchandise 
would be wanted for embezzlement, while any other employee with- 
out the same opportunity, who did the same thing, would face a charge 
of larceny. Thus we see that the principal difference between em- 
bezzlement and larceny rests in the relation between the asset ap- 
propriated, and the fraudulent employee. If he is guilty of a breach 
of trust, his crime is embezzlement, but if he fails only in his duty 
of general custody his crime is larceny. 

It is interesting to observe that usually the individual who com- 
mits embezzlement, sooner or later, finds it necessary to commit 
forgery to prevent detection. Sometimes, of course. he makes no 
effort to cover up his tracks but thinks only of getting away as 
quickly as possible. But more often he remains at the scene of his 
crime, and does everything in his power to conceal all traces of his 
wrongdoing. Usually he directs his efforts to the books of account, 
and by making a false entry here, and changing a genuine record 
there, he attempts to throw any would-be pursuer off the trail. Take, 
as an example, our petty cahier who faces discovery of his act of 
embezzlement. Just as soon as he enters false vouchers to cover 
up his shortage, he adds the crime of forgery to his list of misdeeds. 


The Motives 


Why is fraud committed? Fraud in accounts is committed for 
one of two reasons. The first reason is to present a false showing, 
the second to hide the larceny or embezzlement of cash, or other 
assets. 

Who commits fraud for the first reason: to present a false 
showing? Usually it is the result of the maniyulation #f the officers 
of the company, and not its employees. 

Why do they commit it? They have only one object in view, 
to enrich themselves at someone else’s expense. 

There are many circumstances where some individual may bene- 
fit by presenting a false showing. I shall mention only a few in- 
stances. In a partnership, one partner may distort the profits to 
his own advantage and his partner’s loss. In a company, the man- 
agement may not disclose all its assets in the event of bankruptcy, 
and thus defraud its creditors. Or the directors may withhold in- 
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formation or broadcast false rumours, in an effort to frighten the 
smaller shareholders into selling their stock for next to nothing. 


Three Favorite Methods 

How do they commit it? There are three favourite methods 
of presenting a false showing. They are inflation of assets, sup- 
pression of liabilities and the manhandling of reserves. 

By far the most popular of these methods is the inflation of 
assets. And, of course, you can understand that the asset that comes 
in for the greatest attention is the inventory. For it lends itself 
to manipulation more readily than any of the others. This is true 
because it is an asset which it is impossible to verify without actual 
physical examination. And unless this is done, we find ourselves 
forced to accept the value placed on this asset by the management. 
Other assets that are sometimes inflated are, investments and prop- 
erties, but their overstatement can be more readily detected. When 
liabilities are suppressed certain obligations are purposely omitted 
from the books in order to show a profit earned, when in reality a 
loss has been sustained. When manhandling reserves is resorted 
to, certain expenses are written off against reserves which have been 
created for an entirely different purpose. 

Means For Detection of Fraud 

How can fraud committed for the first reason be prevented 
or detected? It will always be a difficult matter to prevent frauds 
which are committed to present a false showing. This difficulty is 
due to the fact that they are engineered, or have the approval of 
the officers of the company themselves. Even detection is not as- 
sured, but it is most likely if the accounts are audited regularly by 
professional accountants. Their success will depend largely on the 
care and thought with which they carry out the audit programme, 
and their intelligent use of ratios and percentages. 

Who commits fraud in accounts for the second reason: to hide 
larceny or embezzlement of cash or other assets? Usually it is 
committed by bookkeepers, cashiers, stockkeepers or other subordi- 
nate employees. 

Why do they commit it? Their only reason, is their fear of 
detection of the larceny or embezzlement which they have been 
guilty of in the past. 

Upon investigation, some reason is usually discovered for the 
larceny or embezzlement, in the first instance. One individual may 
have been living beyond his means, another may have been gambling 
or speculating. This employee may have been visited by misfortune, 
that one may be naturally dishonest. 

Unless naturally dishonest, an employee considers his first ap- 
propriation as merely an advance against his salary. He will bor- 
row now, and later repay or replace whatever was taken. Unfortun- 
ately, the day of repayment never arrives, and in the meantime he 
has increased his loan many times. The only course left open to 
him that he can see, is to conceal the shortage on the books of the 
company. This he attempts to do, and detection then becomes merely 
a question of time. 

How do they commit fraud? When fraud in accounts is com- 
mitted to hide larceny or embezzlement, any one of the five classes 
of business transactions may be involved. These are buying, selling, 
paying out money, receiving money and internal transfers. I shall 
consider the opportunities for fraud which occur in each class at 
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How can frauds committed for the second reason be prevented 
or detected? They can best be prevented when each business trans- 
action is protected by a well organized system of internal check. 
This would naturally include an efficient costing system possessing 
the advantage of a perpetual inventory. When prevention fails, 
detection should result from the regular visits of the professional 
accountant. 

An Internal Check 

How can we protect each business transaction by a system of 
internal check? This can best be accomplished by so developing the 
business routine that every transaction must pass through the hands 
of at least two employees. I shall indicate how such a system can 
be put into effect. Reduced to essentials it is this, divide the duties 
of your employees so that: 

(1) One accepts an order, but another ships the goods. 

(2) One records a sale, but another charges the customer. 

(3) One authorizes a purchase, but another receives the goods. 

(4) One approves invoices for payment, but another issues 

the cheques. 

(5) One receives collections, but another records customer’s 

credits. 

(6) One handles the cash, but another keeps the ledger account 

with cash. 

(7) One makes up the payroll, but another pays the men. 

(8) One delivers goods from stock, but another checks the 

inventory on hand. 

Such a division makes it difficult and dangerous for the dis- 
honest employee to practise fraud, and it requires the active co- 
operation of at least two persons to conceal a shortage. 

Types of Business Transactions 

We shall next examine the methods used to commit fraud in 
the various business transactions. The first of these is buying, which 
includes not only the purchasing of materials, but also the acquiring 
of fixed assets and the fixing of costs for services and labour. 

Three opportunities for fraud arise in these various transactions: 

(1) Assets may be taken before nr after they have been re- 

ceived in the storeroom. 

(2) Invoices may be improperly paid. 

(3) Credits to accounts may be manipulated. 

A system of internal check for purchases originates with the 
purchase order and ends at the point where cash is disbursed for 
payment. The five stages are: 

(1) Source of the purchasing order. 

(2) Operation of the purchasing department. 

(3) Receipt of the goods. 

(4) Receipt of the invoice. 

(5) Payment of the account. 

Purchases 

It is most important that every purchose made be authorized 
by some responsible official. Usually this will be the purchasing 
agent. Before, however. he is in a position to authorize any pur- 
chase he must receive a purchase request, from either the produc- 
tion department or the engineering department. He then issues a 
purchasing order, and in due course the merchandise is received and 
checked by the receiving clerk. He prepares a material received 
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report, which goes to the purchasing department, and is there com- 
pared with the original purchase order. The purchase invoice next 
arrives, and is handed over to the purchasing department. There 
it is checked with the purchase order and the materia] received re- 
port, and then passed on to the accounting department for payment. 

The verification of purchases of services proves a more difficult 
matter, as they cannot be traced to a materials received report and, 
sometimes, not even to a purchase order. Every effort should be 
made to obtain evidence that they have been properly authorized, 
and not overstated. In this connection the lease would be examined 
to verify the rent, the policies to support the charge for insurance, 
the municipal assessment and rate to check the taxes, and so on. 


Labour 

The purchase of labour has always been a fruitful source of 
fraud. Many schemes have been devised for pocketting payroll 
money, and I shall mention only a few of the more popular: 

(1) Padding the payroll by placing thereon. names of individ- 

uals who do not exist. 

(2) Including in the payroll the time the employees have been 

absent. 

(83) Falsifying the earnings of employees by the use of ex- 

cessive rates or working hours. 

(4) Falsifying payroll footings. 

(5) Withholding unclaimed pay. 

A system of internal check for labour will do much to prevent 
any of these irregularities. Let us see how it should operate. We 
would first organize an employment department which would report 
daily the men taken on, laid off or discharged to the labour depart- 
ment. Next in order would be a time-keeping department whose 
duty it would be to keep an accurate record of the time each em- 
ployee entered and left the plant. Daily a list of all employees late 
or absent would be sent, by the time office, to the labour department. 
The foremen of each department would be required to supervise 
the preparation of a daily report of his employees’ time and piece 
work completed. 

From these records the labour department would prepare the 
payroll at the end of a period. Names to be added to, or removed 
from, the payroll would be supported by an employment report. 
Hours worked by each employee and piece work completed would be 
verified by the time reports and the labour reports. After the pay- 
roll had been completed, and the labour distribution made, it would 
be turned over to the accounting department where it would be 
carefully checked, and the pay then made up. The actual paying of 
the employees would be the duty of the paymaster, in the presence 
of the cashier, and the foreman of each department. 

Sales Transactions 

The second class of business transaction is selling. Fraud may 
be committed in sales in two ways: 

(1) Sales may be omitted. 

(2) Cash collections may not be accounted for. 

It may be far from an easy matter to discover sales which have 
never been entered. Our greatest safeguard against this type of 
fraud is a perpetual inventory system. If the inventory is carried 
at selling price it becomes comparatively simple to check with the 


stock on hand at any given time. 
The system of internal check on cash sales centres around the 
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cardinal principle that salesmen must never receive the cash in pay- 
ment of sales. Their duty is to record the sale in triplicate, and 
retain one copy for their own use. The original then goes, with the 
cash, to the cashier, who stamps it paid and hands it to the customer. 
The duplicate is handed to the wrapper, and she checks the merchan- 
dise before wrapping it. At the end of the day each salesman makes 
a report of his cash sales, and the grand total must agree with the 
cash received by the cashier, on account of cash sales. 

Credit sales can also be protected by a system of internal check. 
Orders are first received in the sales department. They are then 
referred to the credit manager, who either accepts or rejects them. 
Accepted orders go to the billing department, where four copies of 
the invoices are made. One goes to the customer, another to the 
shipping department, another to the accounting department, and the 
last to the salesman concerned. The three copies are held in the 
billing department until the shipping copy has been returned, in- 
dicating that the goods have been shipped. Shipping charges, if 
any, are then added to all three copies, and they are sent on to their 
respective destinations. 

Upon receipt of the sales invoice in the accounting department, 
the customers ledger clerk debits the customers account. So we 
see that every charge to a customer is supported by an accepted 
order. Payments on account will be credited only from the record 
of cash received, in the Cash Receipts Book. Any returns or allow- 
ances can be recorded only after they have been authorized by the 
selling department. In other words, every entry in the sales ledger 
must be supported by the proper authorization. 

Money Payments 

Our third class of transaction where fraud may be discovered, 
is the payng out of money. An excellent rule to govern these trans- 
actions is that all payments, except those from Petty Cash, must 
be made by cheque. No doubt you all realize that it is more diffi- 
cult to safeguard petty cash disbursements than payments by cheque. 

If a petty cashier has defrauded his employer he will attempt 
to cover up his shortage in one of three ways: 

(1) He will prepare and enter false vouchers, or 

(2) he will alter existing vouchers, or 

(3) he will enter items twice, once through petty cash, and 

once through the regular cash record. 

The greatest safeguard against fraud in handling a Petty Cash 
fund is the installation of the Imprest System. With this system 
in operation, the Petty Cashier is made responsible for a stated sum 
of money. When he requires further cash, he prepares a record 
of his disbursements. These are then examined and, if in order, 
he receives a cheque for the exact amount of his expenditures. In 
this way he is always responsible for the original amount which 
established the fund, either in cash or vouchers. The vouchers he 
submits should always be carefully examined by an official, who is 
familiar with the usual petty cash payments. Constant watch should 
be maintained for any vouchers which appear irregular, or altered. 
After inspection, all vouchers should be either initialled or stamped, 
to prevent their being used again. 

Cheque Disbursements 

Possibilities for fraud in cheque disbursements are worthy of 
our investigation. Some of the more common methods are: 

(1) Kiting. 

(2) Forcing footings to make cash balance. 
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(3) Preparing false vouchers. 

(4) Presenting vouchers twice for payment. 

When kiting is employed, a cheque is drawn on one bank at 
the end of a period and deposited in another bank. The first bank 
is not credited until a later date, and until this is done, the cashier 
can use the transfer to conceal a shortage. To prevent such a man- 
ipulation, the treasurer alone should authorize all bank transfers, 
and he should trace them completely through the records, and es- 
pecially at the end of any accounting period. If forcing footings 
is resorted to, the fraud would be detected by having some confidential 
employee check the cash book footings each month. A careful sys- 
tem of authorization and approval of all vouchers supporting cheque 
disbursements should prevent the possibiity of false vouchers being 
presented. They will be immediately detected, through lack of evi- 
dence of ever having received official confirmation. As vouchers 
are presented for payment, they should be defaced in order that they 
will be immediately recognized, if presented again. 

Fraud is probably most common in our fourth class of business 
transaction, that of receiving money. There are two classes of cash 
receipts: 

(1) Cash sales. 

(2) Cash collections on charge sales. 

The following possibilities of fraud in recording cash sales require 
consideration :— 

(1) Not reporting sales. 

(2) Reporting sales less than actually made. 

(3) Underfooting cash sales column. 

The first two methods should be eliminated when the system of 
internal check, as previously outlined, is adopted. The third method 
should be detected when the cash sales made are reconciled with 
the cash received on their account. 

Some of the more common methods of practising fraud when 
the cash received from customers on account is concerned are: 

(1) Ordinary appropriation of funds, without any entries being 

made. 

(2) Falsifying totals. 

(3) Holding out receipts without entry. 

(4) Lapping. 

(5) Overstating discounts. 

Where Entries Are Not Made 

When cash is taken by a fraudulent employee, and no entries 
made to cover up the shortage, it is usually an indication that he 
premeditates flight. If such is the case, his abrupt departure will 
lead to his detection. To successfully conceal fraud by underfooting 
the cash receipts book requires the co-operation of the customer’s 
ledger clerk. This can be understood, as this method throws him 
out of balance with his customer’s ledger control. Detection will 
occur, if the footings of the cash receipts book are verified monthly 
by a confidential employee. If receipts are held out, the cashier 
may be successful for a short time in his embezzlement. Unless, 
however, he can gain access to, and alter customer’s statements be- 
fore they are mailed, their complaints that payments have not 
been credited will soon lead to his detection. Lapping is another 
favourite method employed to hide the fact that cash has been 
abstracted. This method is operated in an interesting manner. Cash 
is first appropriated, and a customer is short credited by the amount 
taken. The next day the same customer is credited with the balance 
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of his remittance, and another customer is short credited the same 
amount. In this way there are always customers who have been 
short credited on the books, and the amount short credited is the 
amount of cash appropriated by the cashier. To prevent this method 
of practising fraud, all cash receipts should be deposited daily by 
some employee, other than the cashier. Duplicate receipted bank 
deposit slips should be obtained and compared in detail with the 
entries made in the cash receipts book. If the cashier overstates 
cash discounts he must again have the co-operation of the customers 
ledger clerk. Otherwise his knowledge of the proper discounts to 
be allowed would lead to his detection. An occasional independent 
check of cash discounts should prove a sufficient safeguard. 


Internal Transfers 


Our last class of business transactions where fraud can occur 
is internal transfers. This type includes all transactions which take 
place entirely within the business itself. They are concerned chiefly 
with the receiving and issuing of materials and supplies, and the 
storing and shipping of finished goods. Frauds which may be com- 
mitted in this connection are: 

(1) Appropriation of materials by unauthorized requisitions. 

(2) Appropriation of finished goods or materials in process. 

(3) Appropriation of supplies. 

(4) Uunauthorized shipments. 

The most efficient protection any company may possess to pre- 
vent fraud in internal transfers is an efficient costing system, for 
this safeguard assures a perpetual check on all inventories. A store- 
keeper is made responsible for all materials and supplies received. 
The total of these purchases are controlled by accounts in the general 
ledger. His responsibility is discharged only when a requisition is 
received, and materials or supples are issued. Should he appropriate 
materials it will be necessary for him to issue a requisition which 
he pretends he has received from one of the departments. For, unless 
this is done, he will still be charged with the goods taken, in the 
general ledger. On the other hand, if this fraud is attempted, the 
accounting department will be notified of the material having been 
issued, but no department can report its reception, and the appro- 
priation will be detected. When goods have been finished the store- 
keeper is again made responsible for all goods completed. His re- 
sponsibility is only discharged as sales are made, and goods are 
shipped. And as no goods can be shipped until a shipping order 
has been received, his opportunity for fraud is pretty well eliminated. 

I trust that my remarks have given those present a clearer 
understanding of how fraud in accounts is committed, and how it 
may be prevented or detected. No company should consider itself 
immune from the fraudulent practices of dishonest employees. For 
no system has been yet discovered that can completely safeguard 
every business transaction. Constant vigilance is the price of security. 

Do not be dismayed, however, by the gloomy picture I have pre- 
sented tonight of human integrity, in business. The majority of em- 
ployees are, and always have been, honest. The reason that dis- 
honesty, when it does occur, is given so much publicity, is because 
it is the exception, not the rule. 

And the exception will be made even more rare just as soon 
as companies fully realize their real obligations in the promotion 
of honesty, as a virtue. They can be all summed up in one sentence: 
Make it as difficult as possible to be dishonest! 
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AN ACT TO AMEND THE CUSTOMS TARIFF 


Ottawa, 29th June, 1934, 
(Assented to 28th June, 1934). 


His Majesty, by and with the advice and consent of the Senate 
and House of Commons of Canada, enacts as follows:— 

1. The Customs Tariff, chapter forty-four of the Revised Statutes 
of Canada, 1927, as amended by chapter thirty-nine of the Acts of 
1929, chapter thirteen of the Acts of 1930 (first session), chapter 
three of the Acts of 1930 (second session), chapter thirty of the Acts 
of 1931, and chapters six and thirty-seven of the Acts of 1932-22, is 
further amended by striking thereout paragraph (j) of subsection one 
of section two thereof and by substituting therefor the following:— 

“(j) ‘Proof,’ ‘proof spirit’ or ‘proof spirits,’ means any spirit 

having the strength of proof by sives’ hydrometer, that is. spirit 

which at the temperature of fifty-one degrees Fahrenheit weighs 
exactly twelve-thirteenths of the weigt of an equal measure of 
distilled water at the same temperature.” 

2. The said Customs Tariff is further amended by adding to sec- 
tion five thereof the following subsection:— 

““(5) In computing the ad valorem rate of duty on tea purchased 

in bond in the United Kingdom, the value for duty shall not in- 

clude the amount of the Customs Duty payable on tea for con- 
sumption in the United Kingdom.” 

8. Schedule A to the Customs Tariff, chapter forty-four of the 
Revised Statutes of Canada, 1927, as amended by chapter seventeen 
of the Acts of 1928, chapter thirty-nine of the Acts of 1929, chapter 
thirteen of the Acts of 1930 (first session), chapter three of the Acis 
of 1930 (second session), chapter thirty of the Acts of 1931, chapter 
forty-one of the Acts of 1932, and chapters six and thirty-seven of 
the Acts of 1932-33, is further amended by striking thereout tariff 
items 79, 79b, 79c, 81, 82, 99c, 99e, 180, 187, 203b, 207, 208e, 208g, 
208u, 210d, 210e, 219 (ii), 220, 242, 254, 267b, 278b, 278d, 294, 334, 
339a, 353, 358a, 370, 375, 380, 392a, 409e(ii), 410d, 412, 414b, 445), 
454, 47la, 472, 475, 511, 537, 537a, 551c, 558b, 569, 651, 651a, 685, 
709, 733, 811, 815, the several enumerations of goods respectively 
and the several rates of duties of Customs, if any, set opposite each 
of the said items, and by inserting the following items, enumerations 
and rates of duty in said Schedule A:— 

(After each item the three rates given are, in the order named, 
British preferential, Intermediate and General tariff rates.) 

79. Florist stock, viz.:—Azaleas, rhododendrons, pot-grown lilacs; 
hydrangeas and other pot-grown plants, n.o.p.; rose stock and other 
stock for grafting or budding, n.o.p.; seedling carnation stock, arau- 
carias, bulbs, corms, tubers, rhizomes and dormant roots, n.o.p; Dwarf 
Polyantha rose bushes imported or purchased in bond in Canada by 
florists for bonafide forcing purposes in their own greenhouses prior 
to disposal; laurel and holly foliage, natural or preserved, whether 
in designs or bouquets or not. Free. 15 p.c. 20 p.c. 

79b. Flowers and foliage, natural, cut, whether in designs or 
bouquets, or not, n.o.p. Free. Free. 40 p.c. 

79c. Trees, being seedling stock for grafting, viz.:—Apple, plum, 
pear, peach and other fruit trees, and buds and scions for grafting 
such trees; peach pits for planting purposes. Free. Free. Free. 
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81. Trees, n.o.p., viz.:— 

(a) Apple, each. Free. 6 cts. 7% cts. 

Provided that when imported between September 15th and Octo- 
ber 5th, inclusive, the duty under the Intermediate or General Tariff 
rates shall not be more than 3 cents each. 

(b) Pear, plum, cherry, apricot, quince, each. Free. 8 cts. 9 cts. 

Provided that when imported between September 15th and Octo- 
ber 5th, inclusive, the duty on cherry trees and on plum trees under 
the Intermediate or General Tariff rates shall not be more than 3 
cents each, 

(c) Peach, including June buds, each. Free. 5 cts. 6 cts. 

82. (a) Grape vines, gooseberry and currant bushes or roots, 
each. Free. 2 cts. 2% cts. 

(b) Raspberry, loganberry, and blackberry bushes or roots; 
rhubarb roots, each. Free. 1 ct. 1 ct. 

(c) Asparagus roots and strawberry plants, each. Free. 4ct. “ct. 

(d) Rosebushes, n.o.p., each. 1% ets. 3 cts. 7 cts. 

(e) Trees, shrubs, vines, plants, roots and cuttings, commonly 
known as florist or nursery stock, n.o.p. 12% p.c. 17% p.c. 30 p.e. 

99c. Raisins and dried currants:— 

(i) Until July 31, 1935, per pound. Free. 4 cts. 4 cts. 

(ii) Thereafter, per pound. Free. 3 cts. 3 cts. 

When in packages weighing two pounds each, or less, the weight 
of such packages to be included in the weight for duty. 

99e. Dates, n.o.p., per pound. 1 ct. 1% cts. 2% cts. 

When in packages weighing two pounds each, or less, the weight 
of such packages to be included in the weight for duty. 

117. Halibut livers, fresh. Free. Free. Free. 

180. Photographs, chromos, chromotypes, artotypes, oleographs, 
paintings, drawing, pictures, decalcomania transfers of all kinds, 
n.o.p., engravings or prints or proofs therefrom, and similar works 
of art, n.o.p.; blue-prints, building plans, maps, and charts, n.o.p. 
15 pc. 22% pec. 22% pc. 

180c. Decaleomania transfers, when imported for use exclusively 
in the manufacture of tableware of china, porcelain or semi-porce- 
lain. Free. 10 p.c. 12% p.c. 

187. Albumenized and other papers and films chemically prepared 
for photographers’ use, n.o.p. 15 p.c. 25 p.c. 30 p.c. 

187a. Hypersensitive or supersensitive panchromatic films, un- 
exposed for aerial photography. Free. 10 p.c. 15 p.c. 

203b. Aniline and coal tar dyes, adapted for dying, in bulk, or 
in packages of not less than one pound weight. Free. 10 p.c. 10 p.c. 

Provided, that when such dyes are permitted entry into the United 
Kingdom, by licence, under Section (2) of the Dye-Stuffs Act (1920) 
the rates of duty shall be. Free. Free. Free. 

207. Dried blood, n.o.p. 5 p.c. 7% p.c. 10 p.c. 

207b. Dried blood, soluble. Free. Free. Free. 

208e Cresylic acid and compounds of cresylic acid, used in the 
process of concentrating ores, metals or minerals, n.o.p. Free. 15 p.c. 
15 p.c. 

208g. Calcium molybdate, when imported for use exclusively in 
the manufacture of steel, under regulations prescribed by the Minis- 
ter. Free. Free. 5 p.c. 

208u. Xanthates and sulpho-thio-phosphorice (dithio-phosphoric) 
compounds, for use in the process of concentrating ores, metals or 
minerals. Free. Free. Free. 

208v. Butyl alcohol, until October 15, 1934. Free. Free. Free. 
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” 208w. Theobromine, crude, and dimethyl sulphate. Free. Free. 
ree. 

210d. Sodium, sulphate of, crude, or salt cake, per pound. 1/5 ct. 
3/5 ct. 3/5 ct. 

210e. Nitrate of soda or cubic nitre when imported for use as 
a fertilizer or as a flux in the reduction of electrolytic copper slimes, 
or for use in the curing and pickling of meats or in the manufacture 
of vitreous glazes and enamel frits, or when imported by manufac- 
aurers of explosives for use exclusively in the manufacture of explo- 
sives, in their own factories. Free. Free. Free. 

216d Phthalic anhydride, adipic, abietic, maleic and succinic acids 
and ethylene glycol, when imported by manufacturers of synthetic 
resins, for use exclusibely in the manufacture of synthetic resins, in 
their own factories. Free. Free. Free. 

219. (ii) Solutions of hydrogen peroxide containing twenty-five 
per centum or more by weight of hydrogen peroxide. Free. 22% p.c. 
25 p.c. 

219e. Mixtures containing cyanides, for use in combating destruc- 
tive insects and pests, Free. Free. Free. 

220. All medicinal, chemical and pharmaceutical preparations, 
compounded of more than one substance, including patent and pro- 
prietary preparations, tinctures, pills, powders, troches, lozenges, 
syrups, cordials, bitters, anodynes, tonics, plasters, liniments, salves, 
ointments, pastes, drops, waters, essences and oils, n.o.p.:— 

(a) When dry. 20 p.c. 25 pe. 25 p.c. 

(b) Liquid, when containing not more than two and one-half 
per centum of proof spirit. 25 p.c. 40 p.c. 40 p.c. 

(c) All others. 60 p.c. 60 p.c. 60 p.c. 

Provided that drugs, pill-mass and preparations, not including 
pills or medicinal plasters, recognized by the British or United States 
pharmacopoeia, the Canadian Formulary or the French Codex as 
officinal, shall not be held to be covered by this item; 

Provided, also, that any article in this item containing more than 
forty per cent of proof spirit shall be rated for duty at per gallon. 
$3.00. $3.00. $3.00. and 30 pc. 30 pc. 380 p.c. 

242. Dry red lead, orange mineral, titanium oxide and antimony 
oxide; zine oxides such as zinc white and lithopone. Free. 15 p.ec. 
15 p.c. 

246b. Stains and oxides, valued at not less than 20 cents per 
pound, for use exclusively as colouring constituents in the manufacture 
of vitreous enamels and pottery glazes; and liquid gold paint, for use 
exclusively in the manufacture of tableware of china, porcelain or 
semi-porcelain. Free. 20 p.c. 22% p.c. 

254. Gums, viz.:—Australian, copal, damar, elemi, kaurie, mastic, 
sandarac, Senegal, tragacanth, geddo, and barberry; gum chicle or 
sappato gum, crude; lac, crude, seed, button, stick and shell; amber- 
gris; Pontianic. Free. 15 p.c. 15 p.c. 

254a. Gums, viz.:—Amber and Arabic. Free. Free. Free. 


267b. Crude petroleum not in its natural state, .7250 specific 
gravity or heavier at 60 degrees temperature, when imported by oil 
refiners to be refined in their own factories, per gallon. Free. 1% cts. 
1% cts. 

278b. Crude peanut oil, for refining for edible purposes, used as 
materials in Canadian manufactures. Free. 10 p.c. 10 p.c. 

278d. Olive oil for manufacturing soap or tobacco or for canning 
fish; olive oil for use in the processing of textile fibres, including 
the finishing of fabrics. Free. Free. Free. 
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294. Gypsum, ground, not calcined. 10 pc. 12% pc. 15 p.c. 

296c. Magnesium carbonate, imported for use in the compounding 
or manufacture of rubber products. Free. 27% p.c. 30 p.c. 

326¢. Blanks of uncoloured clear glass, when imported by manu- 
facturers to be used exclusively in the manufacture of silvered mirror 
reflectors or acid-etched reflectors or refractors, for lighting systems. 
Free. 10 p.c. 10 p.c. 

326d. Beads, drops or other shapes of glass, when imported by 
manfacturers of imitation pearls, for use exclusively in the manufac- 
ture of such articles in their own factories. Free. Free. Free. 

334. Kryolite or cryolite. Free. Free. Free. 

339a. Lead capsules for bottles. Free. 27% p.c. 30 p.c. 

353. Aluminum and alloys thereof, crude or semi-fabricated, 
viz.:—Pigs, ingots, blocks, notch bars, slabs, billets and blooms; bars, 
rods and wire; angles, channels, beams, tees and other rolled or drawn 
sections and shapes; pipes and tubes; plates, seets and strips, includ- 
ing circles; leaf, n.o.p., or foil, less than .005 inch in thickness, plain 
or embossed, with or without backing; wire and cable, twisted or 
stranded, reinforced with steel or not; aluminum powder. Free. 
30 p.c. 30 p.c. 

358a. Aluminum leaf, less than .005 millimetres in thickness; 
aluminum scrap. Free. Free. Free. 

Provided, that nothing shall be deemed to be aluminum scrap 
except waste or refuse aluminum. fit only to be remelted. 

363a. Metal parts, electro-plated, for loose-leaf binders. 20 p.c. 
87% p.c. 45 p.c. 

365a. Findings of metal, not plated or coated, including stamp- 
ings, trimmings, spring-rings, bolt-rings, clasps, snaps, swivels, vest 
chain bars, joints, catches, pin tongues, buckle tongues, coil pins, 
clip actions, settings and eyepins, when imported by manufacturers 
of jewellery or ornaments for the adornment of the person, for use 
exclusively in the manufacture of such articles, in their own factories. 
15 pc. 25 p.c. 30 p.c. 

865b. Wire or strip, viz.:—Gold, gold-filled, silver, silver-filled, 
brass or nickel silver, knurled, twisted, figured or with ornamental 
design rolled or drawn thereon, and wire of nickel silver, plain, in 
coil or otherwise, when imported by manufacturers of jewellery or 
ornaments for the adornment of the person, for use exclusively in the 
— of such articles, in their own factories. Free. 20 p.c. 

p.c. 

370. Copper rollers, and stones, used in the printing of textile 
fabrics or wallpaper. Free. 10 p.c. 10 p.c. 

375. Ferro-alloys:— 

(a) Ferro-manganese, spiegeleisen and other alloys of manganese 
and iron containing not more than 1 per centum, by weight, of silicon 
—per pound, or fraction thereof, on the manganese contained therein. 
Free. 1ct. 1% cts. 

(b) Silico-manganese, silico spiegel and other alloys of mangan- 
ese and iron containing more than 1 per centum, by weight, of silicon 
—per pound, or fraction thereof, on the manganese contained therein. 
Free. 1% cts. 1% cts. 

(c) Ferro-silicon, being an alloy of iron and silicon containing 
8 per centum or more, by weight, of silicon and less than 60 per 
centum—per pound, or fraction thereof, on the silicon contained there- 
in. Free. 1% cts. 1% cts. 

(d) Ferro-silicon, being an alloy of iron and silicon containing 
60 per centum or more, by weight, of silicon and less than 90 per 
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centum—per pound, or fraction thereof, on the silicon contained there- 
in. Free. 2% cts. 2% cts. 

(e) Ferro-silicon, being an alloy of iron and silicon containing 
90 per centum or more, by weight, of silicon—per pound, or fraction 
thereof, on the silicon contained therein. Free. 5 cts. 5% cts. 

(f) All alloys used in the manufacture of steel or iron, n.o.p. 
Free. 5 p.c. 5 p.c. 

3880. Plates of iron or steel, hot or cold rolled:— 

(a) Not more than 66 inches in width, n.o.p., per ton. $4.25. 


$8.00. $8.00. 
(b) More than 66 inches in width, n.o.p., per ton. Free. $6.00. 
$6.00 


(c) Flanged, dished or curved, n.o.p. 10 p.c. 25 p.c. 30 pac. 

Provided, that as regards subsection (b) of this tariff item, the 
provisions of Section 6 of the Customs Tariff Act shall not apply to 
importations under the British Preferential Tariff. 

392a Forgings of iron or steel, in any degree of manufacture, 
hollow, machined or not, not less than 12 inches in internal diameter. 
Free. 30 p.c. 30 p.c. 

409e. (ii) Fruit and vegetable grading, washing and wiping 
machines and combination bagging and weighing machines, and com- 
plete parts therefor. Free. 10 p.c. 10 p.c. 

410d. Well-drilling machinery and apparatus, and complete parts 
thereof, of a class or kind not made in Canada, and seamless iron 
or steel tubing over eight inches in diameter, for use exclusively in 
drilling for water, natural gas and oil, and in prospecting for minerals, 
but not to include motive power; packer rubbers for oil and gas wells. 
Free. Free. Free. 

410n. (ii) Complete parts for repairs for the coal-cutting 
machines, n.o.p., enumerated in Tariff item 410n, when imported prior 
to January 1, 1935, and when for use exclusively in repairing coal- 
cutting machines imported into Canada prior to January 1, 1933. 
Free. Free. Free. 

412. Machinery, being presses for use in the printing of news- 
papers, of not less value by retail than $1,500 each, of a class or 
kind not made in Canada, and complete parts thereof, not to include 
saws, knives and motive power. Free. Free. Free. 

441f. Metal parts, n.o.p., when imported by manufacturers of 
shotguns, to be used exclusively in the manufacture of shotguns, in 
their own factories. Free. 17% p.c. 25 p.c. 

445j. Electric dry shaving machines, of a class or kind not made 
in Canada, for use in removing human hair, and complete parts thereof, 
Free. 10 p.c. 10 p.c. 

454. Frames not more than ten inches in width, clasps and fas- 
teners (not to include slide of hookless fasteners), when imported 
by manufacturers of purses, chatelaine bags or reticules for use ex- 
clusively in the manufacture of purses, chatelaine bags or reticules, 
in their own factories, under regulations prescribed by the Minister. 
Free. 17% p.c. 20 p.c. 

471a. Pressed steel belt pulleys for power transmission, and finished 
or unfinished parts thereof, including interchangeable bushings. Free. 
25 p.c. 27% pac. 

472. Plates, rolls and cylinders engraved on wood, or on steel 
or other metal, and transfers taken from same, n.o.p.; engravers’ 
plates, rools and cylinders of steel or other metal, polished or other- 
wise processed, for engraving thereon or for transferring thereto 
from engraved plates. 10 p.c. 15 p.c. 20 p.c. 
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475. Stereotypes, electrotypes and celluloids of books, and bases 
and matrices and copper shells for the same, whether composed wholly 
or in part of metal or celluloid; positive and negative films of periodical 
publications regularly issued at stated intervals as frequently as, at 
least, four times a year, not including catalogues. Free. Free. Free. 

494b. Cork blocks, boards, planks or slabs, produced from cork 
waste or granulated or ground cork, when imported by manufacturers 
for use exclusively in the manufacture of roller coverings for textile 
machinery. Free. Free. Free. 

511. Fishing rods, walking sticks and walking canes, of all kinds; 
golf clubs and finished parts thereof; skis; racquets and racquet 
frames and baseball bats; balls of all kinds for use in sports, games 
or athletics, n.o.p. 20 p.c. 30 p.c. 35 p.c. 

5lla. Cricket bats, balls, gloves and leg guards. Free. 30 p.c. 
35 p.c. 
523h. Sailcloth wholly of Egyptian cotton, imported for use ex- 
clusively in the manufacture of sails for boats and ships, under regu- 
lations prescribed by the Minister. Free. 20 p.c. 25 p.c. 
and per pound: 2.2... 3% cts. 4 ets. 

523i. Filter cloth wholly of cotton, with cut pile, in the web or 
made up, imported for use exclusively in mining and metallurgical 
operations. 10 p.c. 30 p.c. 35 p.c. 
and per POUNG. 260606. 3% ets. 4 cts. 

537. Rovings, yarns and warps wholly or in part of vegetable 
fibres, not more advanced than singles, n.o.p., not to contain silk, 
artificial silk nor wool. 12% p.c. 17% pe. 25 p.c. 

537a. Rovings, yarns and warps wholly or in part of vegetable 
fibres, including yarn twist, cords and twines generally used for pack- 
aging and other purposes, no.p., not to contain silk, artificial silk nor 
wool. 20 p.c. 22% p.c. 25 p.c. 

537d. Rovings. yarns and warps wholly of jute, not more ad- 
vanced than singles, n.o.p., not to contain silk, artificial silk nor wool. 
Free. 17% p.c. 25 p.c. 

537e. Rovings, yarns and warps wholly of jute, including yarn 
twist, cords and twines generally used for packaging and other pur- 
poses, n.o.p. 27% p.c. 30 p.c. 32% p.c. 

541d. Canvas in the web, wholly of flax or hemp, or both, plain 
woven, not coloured, not further manufactured than impregnated with 
weather-proofing or preservative materials, suitable for manufactur- 
ing into tents, awnings, tarpaulins, hatch covers and similar articles, 
weighing not less than 18 ounces and not more than 26 ounces per 
sq. yard. 15 p.c. 30 p.c. 35 p.c. 
and per pound. ...... 3% cts. 4 cts. 

551c. Yarns and warps composed wholly of hair or of hair and 
any vegetable fibre, imported by manufacturers for use in their own 
factories. Free. 17% p.c. 20 p.c. 
and, per pound. ...... 15 cts. 17% ets. 

556. Needlen felt of hair, or of hair and wool, not coloured, im- 
pregnated with rubber solution on one side, when imported by manu- 
facturers of felt carpets and carpeting, for use exclusively in the 
manufacture of printed felt carpets and carpeting, in their own 
factories. Free. 10 p.c. 10 p.c. 
and, per pound. ...... 15 cts. 17% cts. 

558b. Rovings, yarns and warps wholly of artificial silk, or simi- 
lar synthetic fibres, produced by chemical processes, not more ad- 
vanced than singles, not coloured. 20 p.c. 30 p.c. 35 p.c. 

Provided that, in no case, shall the duty be less than, per pound. 
20 cts. 28 cts. 28 cts. 
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558f. Rovings, yarns and warps wholly of spun artificial silk or 
similar synthetic fibres produced by chemical processes, not coloured, 
imported by manufacturers for use exclusively in the manufacture 
of cut-pile fabrics, in their own factories. Free. 30 p.c. 35 p.e. 
but not less than, per pound. ...... 28 cts. 28 cts. 

569. (i) Hats, caps, hoods and bonnets, n.o.p.; hat and bonnet 
crowns and hat, cap and bonnet shapes, n.o.p. 22% p.c. 30 p.c. 35 p.c. 

(ii) Hats, hoods and shapes of wool felt, not to include fur, under 
regulations prescribed by the Minister. 22% p.c. and per dozen $1.00. 

597b. Harps. Free. 27% p.c. 30 p.c. 

616c. Liquid rubber compound, non-alcoholic, when imported by 
manufacturers of sealing compounds for cans and jars, for use exclu- 
sively in the manufacture of such sealing compounds, in their own 
factories. Free. Free. Free. 

634. (ii) Materials, when imported by manufacturers of artifi- 
cial feathers, fruits, grains, leaves and flowers, for use exclusively 
in the manufacture of such articles, in their own factories. 20 p.c. 
27% p.c. 27% p.c. 

651. Buttons of all kinds, covered or not, and button blanks other 
than in the rough, n.o.p.; recognition buttons and cuff or collar buttons. 
20 pc. 35 p.c. 35 pac. 
and, per gross. 5 cts. 5 cts. 5 cts. 

65la. Buttons, and button blanks other than in the rough, of 
vegetable ivory. 20 p.c. 35 p.c. 35 p.c. 
and, per gross. 5 cts. 10 cts. 10 cts. 

663d. Soya beans, when imported by manufacturers of milk foods 
for human consumption, for use exclusively in the manufacture of 
such milk foods, in their own factories, until September 30, 1934. 
Free. Free. Free. 

685. Pantagraphs and parts thereof, including diamond points, 
and engraving mills, for engraving copper rollers used in printing 
textiles and wallpapers; blankets, blanketing and lapping imported 
for use exclusively by textile manufacturers and wallpaper printers. 
Free. Free. Free. ae 

709. Articles and other goods, the growth, produce or manufac- 
ture of Canada, returned to the exporter thereof after having been 
exported without having been advanced in value or improved in con- 
dition by any process of manufacture or other means; also quicksilver 
flasks, and other metallic receptacles for holding liquids, oyster pails, 
and impact registers or recorders’for use in railway cars, after hav- 
ing been once exported from Canada. Free. Free. Free. 

Provided that the said articles and goods are returned within 
five years from time of exportation, subject to regulations prescribed 
by the Minister; 

Provided also that any article or goods described in this para- 
graph, upon which an allowance of drawback has been made, shall 
not be admitted to entry except upon payment of duties equal to the 
drawback allowed; 

Provided further that any of such goods or articles manufactured 
in bond or under Excise regulations in Canada and exported shall 
not be admitted to entry except upon payment of the Customs or 
Excise duties to which they would have been liable had they not 
been exported from Canada. 

811. Ceramic insulator cores, not further manufactured than 
burned and glazed, printed or decorated or not, without fittings, when 
imported by manufacturers of spark plugs for use exclusively in the 
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manufacture of spark plugs, in their own factories. 5 p.c. 10 p.e. 
15 p.c. 

815. Potato starch or potato flour enumerated in Tariff Item 39 
of the Customs Tariff, when imported for use as material in Canadian 
manufactures, the weight of the package to be included in the weight 
for duty, until July 31, 1934, per pound. % ct. lect. 1 ct. 

4. Schedule B to the Customs Tariff, chapter forty-four of the 
Revised Statutes of Canada, 1927, is amended by striking thereout 
Tariff Items 1035, 1049, 1055 and 1067, the enumerations of goods 
and the rates of drawback of Customs Duties set opposite to each of 
the said items, and by inserting the following items, enumerations 
and rates of drawback of Customs Duties in said Schedule B:— 

1049. Bituminous coal. When imported on or after April 19, 1934, 
and converted into coke in coke or gas plants. 50 p.c. 

Provided that drawback payable under this item is in lieu of 
drawback payable under any other item. 

1055. (a) Materials and Parts, n.o.p. When used in the manu- 
facture of goods enumerated in tariff items 438a and 438b. 60 p.c. 

(b) Materials and Parts, as hereunder defined, including all mater- 
ials or parts wrought into or attached thereto: engines, bodies in the 
white, chassis frames, hoods, plated radiator shells, splash shields, 
gas tank shields, gasoline feed pipes, die castings, plated or not, and 
front and rear fenders, finished or not. When used in the manufac- 
ture of goods enumerated in tariff items 438a and 438b. 25 p.c. 

(1) Provided, that no drawback shall hereafter be paid under 
this item unless at least fifty per centum of the cost of producing 
the finished article, not to include, after September 30, 1931, duties 
paid upon imported materials, has been incurred in Canada; 

(2) Provided further, that no drawback shall be paid under this 
item on importations of any of the undermentioned articles: Anti- 
squeak braids and strips; axles, front; axles, rear (not to include 
banjo housing); batteries; bearings, thrust, ball or plain; belts (fan); 
bodies, painted or trimmed; bolts; brakes, service or emergency; brake 
lever; brake lining; brake pedals and operating levers; bumpers; bum- 
perettes; cold rolled cowl, roof drip, side and top mounldings; cold 
rolled running board mouldings, glass channels, belt mounlding and 
hinges; caps (wheel hub); carpets; castings (sand); chassis springs, 
between frame and axles; circuit breakers; clamps (hood); clevis pins; 
clocks, stem winding; clutch; clutch pedals; cotter pins; dash liner 
assemblies; distributors; drag links; drums (wheel); exhaust pipes; 
electric generators; electric wiring and cables; electric light bulbs; 
fans (motor); fasterners, carpet and curtain; felt parts; finished 
strips (window); floor boards (wood); foot rests; forgings, drop, 
rolled, or pressed; gas tanks; gear shift levers; gear shift lever knobs; 
glove compartments; hubs; ignition coils; jacks; lamps (head, side, 
tail and dome) but not including lenses; laminated glass; lubrication 
fittings; mirrors (rear view); moulded rubber parts; mufflers; nuts; 
paints; lacquers and thinners; propeller shafts; pyroxylin covered or 
double top fabric, and enamelled oilcloth; radiator cores; robe rails; 
rubber tubing; running boards; running board covers; rivets; screws; 
shock absorbers; solder; spark plugs; spring, coil and seat; stampings 
of metal (except radiator shell, cowl and body stampings); starter 
switches; starting motors; starting units; steering gears; studs; tacks; 
tires (rubber); tire carriers; tire covers; tool kit equipment; tops, 
and curtains for same; transmissions; Universal joints; upholstering 
fabrics and materials, other than printed fabrics; varnishes; visors; 
washers, plain; wheels, including hubs and drums; wheel carriers; 
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wheel rims; windlaces; window shades; windshields, complete; wind- 
shield frames and metal parts; wood parts for bodies. 

(3) Provided further, that on all materials and parts used in 
the manufacture in Canada of the parts enumerated in Proviso (2) 
to this Item there shall be payable, when such parts are used in the 
manufacture of the goods enumerated in tariff items 438a and 438b, 
a drawback of duty for domestic purposes of, 25 p.c. 

(4) Provided further, that any claims for drawback that have 
accrued or may accrue up to and including the 30th day of September, 
1931, shall be paid in accordance with the provisions of the Tariff 
as existent on the 25 day of May, 1931. 

(5) Provided further, that the Governor in Council may make 
such regulations, if any, as are deemed necessary for carrying out 
the provisions of this tariff item. 

1067. Plate glass, polished, of a class or kind not made in Can- 
ada. When used in the manufacture of safety or non-shatterable 
glass, laminated or otherwise. 99 p.c. 

5. Schedule C to the Customs Tariff, chapter forty-four of the 
Revised Statutes of Canada, 1927, is amended by adding thereto the 
following item:— 

1217. Smoke screen apparatus, for use on motor vehicles or on 
water-borne crafi vf all kinds. 

6. This Act shall be deemed to have come into force in the nine- 
teenth day of April, one thousand nine hundred and thirty-four, and 
to have applied to all goods mentioned in the preceding sections im- 
ported or taken out of warehouse for consumption on and after that 
date, and to have applied to geods previously imported for which 
no entry for consumption was made before that date. 





DEPARTMENT OF NATIONAL REVENUE 


Ottawa, 28th June, 1934. 
Circular Re: Sawdust and Shavings. 
The Department has hitherto held that sawdust and shavings 
were exempt from sales tax as “fuel other than in liquid form.” 
Effective July 2nd, 1934, the Department will hold sawdust and 
shavings to be exempt from tax as fuel, only when they are used as 
such, and sawdust and shavings for other uses will be subject to the 
tax on the sale by the manufacturer: or producer. 


Ottawa, 28th June, 1934. 
Circular Re: Baked Products 

In connection with the exemption which appears in the Budget 
Resolutions for “bakers’ cake and pies, not to include biscuits, cookies, 
or other similar articles” it is desired to say that bakers’ licences 
are to be cancelled in respect of cakes, pies, buns and rolls, but those 
manufacturers who produce busicuts, cookies or other similar articles 
in quantities will be taxable as heretofore, in respect of these goods. 
“Similar articles” is held to include ginger snaps, short-bread, pret- 
zels, lady fingers, macaroons, and “hard-baked” pan good generally. 
(The tax does not apply to doughnuts, or matzos.) 

It is not the intention that licenses should be continued to those 
bakers whose production of these goods is small, and where they are 
gold exclusively by retail; in other words, bakers will obtain the bene- 
fits of Section 95, Subsection 2 of the Act as in the case of other 
small manufacturers. 
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In cases where licenses are to be cancelled, you are requested to 
supply the names of the bakers concerned to Supervising Audtiors 
as quickly as possible, in order that final audits may be conducted. 
The Auditor conducting the final audit is to assess tax on the inventory 
of taxable materials on hand in the baker’s premises on April 18th, 
1934, and also as regards taxable supplies purchased on and after 
April 19th, 1934, which he (the baker) map have obtained taz free 
through operation of his license. The Auditor conducting the final 
audit is to see that suppliers are notified at once of the cancellation 
of the license, and so report. 

Where licenses are being retained on account of biscuits, cookies, 
and similar goods, the baker is to be warned in writing that he is 
not permitted to purchase taxable supplies free from tax for other 
than his taxable business. In most cases it is believed that it will 
be found advantageous to discontinue the use of license in purchasing 
taxable ingredients, and to take deduction from monthly returns of 
the tax paid on that portion used in the productien of biscuits, cookies, 
and other similar articles. 

This Circular supercedes and cancels Circular 722-C revised inso- 
far as it relates to bakers. 


Ottawa, June 18, 1934. 
Superseding and Cancelling Memorandum No. 735 (Customs) and 
Circular No. 748-C (Excise) March 8th, 1934; 
Also Circular letter of June 28th, 1933, 
to Collectors at Ports affected. 

The Honourable, the Minister of National Revenue has been 
pleased to establish the following Regulation under authority of Sub- 
section 6 of Section 80 and Section 99 of the Special War Revenue 
Act. 

Importations of the commodities known as syrup colouring, cara- 
mel, burnt sugar, sugar colouring, beer colouring, porterine, P. S. C. 
porter, caramel stout, spirit colour, tintomax and intense liquid cara- 
mel are to be considered as containing 95 per cent refined suger, and 
this content is, until further notice, to be taxed at one per cent per 
pound on importation. 

Importations of goods enumerated in Customs Tariff Items 23 
and 141 are to be subject to the Excise tax of one cent per pound 
on sugar, syrups or substitutes therefor and one-half cent per pound 
on glucose or grape sugar according to the quantity of any such 
materials contained in the goods enumerated in the said Customs 
Tariff Items. 

Importers of goods enumerated in Customs Tariff Items 23 and 
141 will be required to furnish to the Collector of Customs and 
Excise at the Port of Entry, on presentation of their entries, a 
declaration from the manufacturer or exporter of the goods, in a 
form similar to the attached, showing the sugar, syrup and/or glucose 
content of the imported goods. 

If the aforementioned certificate cannot be produced at the time 
of entry, the goods may be entered for consumption upon payment 
of the tax at the rate of one cent per pound on the net weight, 
subject to adjustment by refund on production of the said certificate. 

The special excise tax of three per cent on the customs duty 
paid value will continue to apply in addition to the excise tax herein 
referred to, except that the rate of one and one-half per cent shall 
apply to all goods imported which are entitled to entry under the 
British Preferential Tariff or under trade agreements between Canada 
and other British countries. 
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This regulation is effective from midnight May 20, 1934. 
Application of the Excise Tax to the content of sugar, syrups and/or 
glucose in imported articles 


Declaration and Undertaking to be Given by Foreign Manufacturers 
and Exporters 
ES eas Wieseiarb tare Ao icle ie eae re RMtEE * ce aie wren e wale sianecaieessiclecs 

(officer of company) (name of company) 

REANIM or Cee Saher do hereby declare on its behalf that the 
(place) 

following is a correct statement to the bes tof my knowledge and 

belief of the sugar, syrups and/or glucose content of the under- 

mentioned goods manufactured and/or sold by it and to be exported 

to Canada, the stated percentage of sugar, syrups and/or glucose 

content being calculated in each separate shipment on the net con- 

tents of the packages. 








Brand and Percentage of sugar, syrups 
Mark Description of goods and/or glucose content 





In consideration of the admission of the above mentioned goods into 
Canada at the respective declared percentages of sugar, syrups and/ 
or glucose content without sampling of each consignment, but sub- 
ject to occasional sampling for official test, I hereby undertake on 
BRIE Ol CO EBME siccig aisle a sasuke a ccastareonna <n that due notice will 
(name of company) 

be given to the Commissioner of Customs at Ottawa, Canada, before 
the composition of the goods is altered in any detail. 


(Signature) 


Ottawa, 28th June, 1934. 
Regulations Prescribed under Item 709 of the Customs Tariff 
(Superseding Memo. No. 13898-B) 
Tariff Item 709, as in effect the 19th April, 1934, reads as follows:— 
“Articles and other goods, the growth, produce or manufacture 
of Canada, returned to the exporter thereof after having been ex- 
ported without having been adanced in value or improved in condition 
by any process of manufacture or other means; also quicksilver flasks, 
and other metallic receptacles for holding liquids, oyster pails, and 
impact registers or recorders for use in railway cars, after having 
been once exported from Canada, 


“British Preferential Tariff .........cccccecs Free 
““INUOTINCGINIG TORT 66s. coc sececcseneceess Free 
MENA SINE 5 0 ein: 6 n'a bevel Diersceiwsgee ee RUD SL8NS Free 


“Provided that the said articles and goods are returned within 
five years from time of exportation, subject to regulations prescribed 
by the Minister; 

“Provided also that any article or goods described in this para- 
graph, upon which an allowance of drawback has been made, shall 
not be admitted to entry except upon payment of duties equal to 
the drawback allowed; 

“Provided further that any of such goods or articles manufac- 
tured in bond or under Excise regulations in Canada and exported 
shall not be admitted to entry except upon payment of the Customs 
or Excise duties to which they would have been liable had they not 
been exported from Canada.” 
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The regulations prescribed by the Minister of National Revenue 
under the provisions of tariff item 709 are as hereinafter set forth. 


Regulations Prescribed by the Minister of National Revenue Respect- 
ing Goods Returned to Canada: in Effect 19th April, 1934 


(1) Goods manufactured or produced in Canada require to be 
returned to the exporter thereof within five years from the date of 
their exportation, and the property in the goods must have continued 
in the exporter. 

A certificate in the following form, duly completed, shall be 
placed on the face of the duty free import entry:— 

“The goods above described are the produce or manufacture 

of Canada, and were exported in the month of............ 19. 

WBE ovaottndax ststccaye: vavenaunvecerracs » as per copy of export entry attached 

cae, and the property in the said goods has continued in the 

said exporter. The goods are returned to Canada without having 
been advanced in value or improved in condition by any process 
of manufacture or other means, and the allowance received for 

— of Customs and Excise duties thereon (if any) has been 

GS TOMOWES ha edn nver en luda deem ns 


(Signature of importer.)” 

(2) Quicksilver flasks and other metallic receptacles for holding 
liquids, oyster pails, and impact registers or recorders for use in 
railway cars, upon which duty has once been paid and which are to 
be exported and returned to Canada, are to be branded or marked 
by an officer of Customs, unless such articles bear serial numbers or 
other adequate marks of identification, moulded, engraved, stamped 
or otherwise permanently placed thereon, and the examining officer 
shall keep a record of the identification marks of the articles branded, 
marked or examined by him at the time of the first exportation from 
Canada. 

A certificate in the following form, duly completed, shall be 
placed on the face of the duty-free import entry:— 

“T hereby certify that duty has once been paid in Canada 

OM ANG: on isccoecusatvecusevancsewus covered by this entry, that 

(Name of article) 

er were exported in the month of ..............000. 19. 

Sscere ch aweleia ere atoreies oan’ » as per copy of export entry ‘attached 

5 that they were recorded at the Port of .............06. 

and that they are now returned to Canada to the said exporter 

without having been advanced in value or improved in condition 
by any means. 


ee 


(Signature of importer.)” 


(3) There shall be delivered with all entries of goods returned 
to Canada and entered under tariff item 709, a certificate signed by 
an officer of Customs on the copy of the export entry, as follows:— 

NNO: wad Hee eso ldcies Oe aalets covered by the import entry 
(Description of goods) 
attached hereto were examined by me OM ...........eeseeeeeees 
(Date) 

and are identified to my satisfaction as being the same goods 

as described on this export entry and entitled to entry under 

tariff item 709. 


S$COSCKCSSCHEHSREEEHEHE CHECK EKH REDE EEOS 


(Signature of Customs officer.)” 
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Ottawa, 4th July, 1934. 
An Act to amend the Customs Tariff 
(Assented to 3rd July, 1934) 

His Majesty, by and with the advice and consent of the Senate 
and House of Commons of Canada, enacts as follows:— 

1. Section six of the Customs Tariff, chapter forty-four of the 
Revised Statutes of Canada, 1927, as enacted by chapter thirty of 
the statutes of 1931, is amended by inserting the following subsection 
immediately after subsection two thereof:— 

“(2A). The Governor in Council, whenever it is deemed expedient 
to do so, may order that excise duties or excise taxes in whole or 
in part shall be disregarded in estimating the market value for the 
purpose of special duty, of goods of any kind imported into Canada 
from any specified country when the same are entitled to entry 
under the General Tariff, and may vary or rescind such order.” 


Ottawa, 21st July, 1934. 
An Act to amend the Customs Act. 
(Assented to 3rd July, 1934) 

His Majesty, by and with the advice and consent of the Senate 
and House of Commons of Canada, enacts as follows:— 

1. Subsection one of section thirty-six of the Customs Act, chap- 
ter forty-two of the Revised Statutes of Canada, 1927, as enacted 
by section one of chapter two of the Statutes of 1930 (2nd Session), 
is repealed. 

2. The said Act is amended by inserting the following section 
immediately after section thirty-six thereof:— 

“836A. The Governor in Council, whenever it is deemed expedient 
to do so, may order that excise duties and excise taxes in whole 
or in part shall be disregarded in estimating the value for duty of 
goods of any kind imported into Canada from any specified country 
and may vary or rescind such order.” 

3. Paragraph (a) of section two hundred and twenty-five of the 
said Act is repealed, and the following substituted therefor:— 

“(a) by any contrivance gains access to bonded goods in a rail- 

way car, or to goods in a railway car, upon which goods the 

Customs duties have not been paid; or breaks or aids or abets 

the breaking of any lock, seal or other fastening for the trans- 

portation of bonded goods, Whether or not entry has been made 
for the goods or duty paid thereon; or” 

4. The said Act is amended by inserting the following section 
immediately after section two hundred and eighteen thereof:— 

“218A. (1) No person shall make, aid, or assist in making any 
visual, sound, radio or other signal in or on board or from ship or 
boat, or from any part of the coast or shore of Canada, or within 
three marine miles of any part of the coast or shore, for the purpose 
of giving notice to any person on board any smuggling ship or boat, 
whether any person so on board of such ship or boat be or be not 
within distance to notice or receive any such signal; and if any 
person contrary to the Customs Act, shall make or cause to be made, 
or aid or assist in making any such signal, he shall be liable on 
summary conviction before two justices of the peace to a penalty 
not exceeding two hundred dollars and not less than fifty dollars, 
or to imprisonment for a term not exceeding one year and not less 
than one month, or to both fine and imprisonment; and it shall not 
be necessary to prove on any information in such case that any such 
ship or boat was actually on the coast. 
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(2) If any person be charged with having made or caused to 
be made, or for aiding or assisting in making, any such signal afore- 
said, the burden of proof that such signal so charged as having been 
made with intent and for the purpose of giving such notice as afore- 
said was not made with such intent and for such purpose, shall be 
upon the defendant against whom such charge is made.” 


Ottawa, 10th July, 1934. 
British Preferential Tariff in Canada Extended to Australia. 
You are advised that by Order in Council (P.C. 1451) dated 7th 
July, 1934, passed under the authority of subsection (a) of Section 
4 of the Customs Tariff, the benefits of the British Preferential Tariff 
are extended to goods the produce or manufacture of the Common- 
wealth of Australia, with the exception of the following products: 
Butter. 
Raisins and Dried Currants, 
Wheat, and Wheat Flour. 
This Order is effective on and after this date, the date of pub- 
lication in the Canada Gazette. 


. Ottawa, 10th July, 1934. 
Interpretation of Tariff Item 540, Respecting “Linens” 

For the uniform administration of tariff item 540, subsections (a), 
(b), (c) and (d), inserted in the Customs Tariff on the 13th October, 
1932, it is ruled, effective on and after the 8th June, 1934, that:— 

1. “Towelling and glass cloth of crash or huck, with or without 
lettering or monograms woven in” means:—Woven fabrics with fast, 
ie., natural, selvedges, which require in the weaving, apart from the 
selvedge heddles and the heddles necessary for producing monograms 
or lettering, not more than 12 heddles, which have not more than 110 
threads per square inch and which are 26 inches or less in width, 
with the following exceptions :— 

(A) Fabrics described as above, when in the raw or natural con- 
dition, i.e., not boiled, bleached nor coloured, will not be considered 
towelling and glass cloth when more than 22 inches in width, provided 
that in cases where such fabrics exceed 22 inches and do not exceed 
26 inches in width, the Department, before permitting entry under 
tariff item 540 (a), may, if deemed necessary, require from the 
country of origin satisfactory evidence that the operations of boiling, 
bleaching or colouring have not been performed. 

(B) Starched or filled fabrics, such as linen canvas, holland, 
tailors’ holland and others of like nature which are obviously unsuited 
for use as towelling or glass cloth. 

When such fabrics in the web exceed 26 inches in width and 
art specially designed with border or bordeds for conversion into 
towels and glass cloths not more than 26 inches wide, they are to be 
treated as if woven not more than 26 inches wide. 

2. “Towels and glass cloths of crash and huck, with or without 
lettering or monograms woven in”, means:—Towels and glass cloths 
wth fast, ie., natural, selvedges, which require in the weaving, apart 
from the selvedge heddles and the heddles necessary for producing 
monograms or lettering, not more than 12 heddles, which have not 
more than 110 threads per square inch and which are not more than 
26 inches in width, with the following exceptions :— 

Articles described as above, when in the raw or natural con- 
dition, i.e. not boiled, bleached nor coloured, will not be considered 
towles and glass cloths when more than 22 inches in width, provided 
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that in cases where such articles exceed 22 inches and do not exceed 
26 inches in width, the Department before permitting entry under 
tariff item 540 (b) may, if deemed necessary, require from the 
country of origin satisfactory evidence that the operations of boiling, 
bleaching or colouring have not been performed. 

When such articles have either the length or width less than 
26 inches, they are to be treated as if woven 26 inches wide or less. 

3. “Table cloths and napkins of crash, with coloured borders, in 
the web”, means:— 

Fabrics, specially designed with coloured borders for conversion 
into table cloths or napkins, which require in the weaving not more 
than 12 heddles, apart from the selvedge heddles, and which have 
not more than 110 threads per square inch; each “table cloth” to 
have an area of more than 1600 square inches. 

4. “Table cloths and napkins of crash, with coloured borders”, 
means :— 

Such articles which require in the weaving not more than 12 
heddles, apart from the selvedge heddles, and which have not more 
than 110 threads per square inch; the table cloths to have an area 
of more than 1600 square inches; the following are therefore not 
included: 

Bridge or tea sets composed of a cloth not exceeding 1600 square 
inches in area, with not more than six doylies or similar articles 
per cloth. Such bridge or tea sets are to be permitted entry under 
the provisions of tariff item 540 (b), whether with coloured borders 
or not, and regardless of their weave. 


Ottawa, 10th July, 1934. 
Re: Articles Exported for Repairs 
Superseding Memo No, 896-B 
To Collectors of Customs and Excise: 

You are hereby advised that articles valued at not less than $10 
each, which require to be repaired, may be exported for repairs and, 
upon reimportation, entered for duty on the value of the repairs 
only, subject to the following conditions:— 

(a) That application for outward entry and examination at Cus- 

toms be duly made on the prescribed form; 
(b) That satisfactory evidence is produced to establish that the 
necessary repairs cannot be effected in Canada at or within 
a reasonable distance of the Canadian point of shipment; 

(c) That the article is satisfactorily indentified by an officer of 
Customs on reimportation; and 

(d) That the article is reimported within one year from the date 

of examination for export. 

The application for examination and outward entry shall be made 
in duplicate in the following form:— 


To the Collector of Customs and Excise at ......cccccccccccccces 
Application is hereby made for the examination and entry for 
export of the following article (s), valued at not less than $10 each, 
found necessary to be exported for repairs, consigned, described, and 
bearing adequate marks of identification, as follows:— 
Applicant. 
Examined, and marked if necessary, .............. , 49 ...0.5 akter 
production of satisfactory evidence to establish that the necessary 
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repairs could not be effected in Canada at or within a reasonable 
distance of the Canadian point of shipment. 
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Customs Officer. 
The duplicate of the application for export, with the certificate 
of identification thereon duly competed, is to be forwarded with the 
duplicate copy of the entry inwards to the Department, Ottawa. 





COAL MINING COSTS 


While the Canadian coal mining industry is still operating at a 
deficit, the loss has been reduced from 21 cents per net ton of market- 
able coal in 1931 to 12 cents per ton in 1932, and nine cents per ton 
in 1933, according to a recent analysis made by the Dominion Fuel 
Board. The board concludes that further improvement will be shown 
in 1934. 

This announcement is even more significant on account of the fact 
that the average price received for coal has steadly declined, from 
an average of $3.88 per ton in 1931, to $3.57 per ton in 1932, and 
$3.45 per ton in 1933. In the face of these declining revenues, Cana- 
dian operators have been successful in reducing the operating costs at 
an even greater rate. Aiding this trend toward cheaper costs, is 
the greater output in certain sections, to meet improved demands 
for Canadian coal. 

An analysis of nperating costs over the past few years reveal 
that this cost reduction has not been achieved at the expense of labor, 
labor costs, as shown in the following table, having remained con- 
stant at about 51 per cent of the total operating cost. 

A tablulation of the distribution of operating costs follows: 


% of Total om 
1 


Operating Costs: 1931 932 933 
BMGURINUIOU: eo eiiceis’os sien ts Wes wecnceensaees 7.4 6.9 9.0 
EIEN Get PIGUOIGNN <6 6:o5 srsie.ccecseeceeice neces 3.2 2.6 - 
WGERINGD'S COMI, £56 oi: cise bviese censuses 2.0 1.9 1.9 
MONECONG FOURION acs cose casiecceonesenese 2.6 3.0 3.0 
MDAUTANCE Gl UNNOR c.6.0.0; 06.98.44 o/elnd wa neers 1.9 2.4 2.3 
DS ere rrr 5.9 

9.6 10.2 
LL Ce eS ee er ere err Cr ee 3.1 
1 er er tenner rary Tri ore c 6.1 6.2 6.5 
MIGTICUION: Gc OODVECe 6.6 5/0016. c10u sivicie's orcia'eteie oie tak 8.0 8.1 
PUES racy aisteatactsin ek Wore eeka anceae Ramee 8.5 8.2 9.2 
BO Fa rai a Cares eile a Cas twa aacenee uae 51.0 50.6 51.0 
MORAL, (OGNGMSS 2 ucs0 ess S Sees waitic ceoneeleee 100.0 100.0 100.0 
Loss, as per cent of oper. costs .......... 5.1 3.2 2.6 


*Included in “labor” and “stores” for 1933. 
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THE TREND OF PRODUCTION COSTS 


Commodity prices as measured by the Dominion Bureau of Sta- 
tistics index number, which is based on the year 1926, advanced from 
71.1 in May to 72.1 in June. The following is a comparison by 
main groups: 


May June 
1934 1934 
Foods, beverages and tobacco : 68.0 69.5 
Other Consumers’ goods : 76.9 77.5 
All consumers’ goods F 73.3 74.3 
Producers’ equipment . , 89.2 89.2 
Building and construction materials ; 83.3 84.1 
Manufacturers’ materials p 61.6 63.7 
All PrOGUCETS’ MALOTIRIS 5...6.0.0:6.06c cece vees a 64.7 66.7 
All producers’ goods i 67.2 69.0 
All commodities : T1.4 72.1 
The principal advances in June were in the following: Fresh 
fruits, grains, flour and milled products, meats and poultry, eggs, raw 
cotton, wool cloth and carpets. During the month, declines were rec- 
orded in sugar and its products and glucose, vegetables, raw wool, 
woool yarns and tin ingots. 


Judge—“How far were you from this spot when these cars 
collided?” 

Witness—“Twenty-two feet and nine inches.” 

Judge—“How do you know it was exactly that distance?” 

Witness—‘“Because I measured it, thinking some fool might ask 
me the distance.” 
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